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BANGLADESH - KEY ECONOMIC INDICATORS 


All values indicated in units of US$ 1 million and represent the Bangladeshi 
fiscal year (July 1 to June 30) unless otherwise noted. An exchange rate of 
$l1=Taka 15 was used for FY 1978-79 and FY 1979-80 and a rate of $l=Taka 16.5 
was used for FY 1980-81. 


INCOME, PRODUCTION, AND EMPLOYMENT 78-79 FY 19-80 FY 80-81 


GDP at current factor cost 10,758 11,069 
Population (millions) : B75 89.9 
GDP per capita (dollars) 122). 223.64 
Foodgrain production (million tons) : : ea 
Foodgrain imports (million tons) : 1.06 
Foodgrain stocks at end of FY . . Meee 
Index of industrial production 

(FY 73-74=100) 6 202 
Labor force (millions) s 32.4 


MONEY AND PRICES 


Money Supply (M})) Bs 1,303.2 
Interest rates at end of FY 
-Bangladesh Bank discount rate : 10.5% 
-Commercial banks 15.5% 
Cost of living index for middle 
income families in Dacca : 27 295 
(FY 73-74=100) 


BALANCE OF PAYMENTS AND TRADE 


Foreign exchange reserves at end 
of FY 

External public debt 

Annual debt service 

Balance of trade 

-Total exports (FOB) 

-Exports to U.S. 

-Total imports (C&F) 

-Imports from U.S. 


SOURCE: 


--World Bank, Bangladesh: Current Economic Situation and 
Review of the Second Plan, February 1981 

--World Bank, Bangladesh: Recent Economic Developments 
and Selected Development Issues, March 1982 

--Bangladesh Bank, Annual Report 1980-1981 





ECONOMIC SETTING 


Bangladesh is a densely populated country situated on a low-lying deltaic 
plain with little topographic or climatic variation. Its economy, which is 
overwhelmingly agricultural, depends heavily on a semitropical monsoon 
Climate. A minor shift in rainfall patterns can spell the difference between 
famine and sufficiency. In addition, the economy has undergone several mayor 
political disruptions over the last few decades. Prior to the partition of 
the Indian subcontinent in 1947, the economy was linked to Calcutta where most 
of the region's industrial and port facilities were located. These historical 
economic ties to India were severed during the Pakistan period (1947-71), and 
some limited infrastructure was developed locally. However, Karachi in West 
Pakistan became the country's prime industrial and financial center. 


Only since achieving independence in December 1971 have major 
institution-building efforts been undertaken in Bangladesh. Even this 
embryonic process was disrupted in 1974-75 by political upheavals which 
resulted in a gradual move away from a statist economic philosophy to the 
present mixed economy. From 1975 to 1981, Bangladesh experienced an 
unprecedented period of political stability during which some economic 
progress was achieved. However, since the assassination of President Ziaur 
Rahman in May 1981, the economy has functioned in an atmosphere of 1enewed 
political uncertainty and hesitant decisionmaking, which resulted in the 
declaration of martial law on March 24, 1982. 


During the first 2 years following the economically disastrous liberation war, 
Bangladesh's gross domestic product (GDP) measured in real terms declined by 
almost 20 percent, but by 1975 production had recovered to its preindependence 
level. Since 1975, aggregate GDP has increased at an averaye annual rate of 
5.7 percent, while real per capita income has risen only slightly despite the 
influx of $7.8 billion in foreign aid disbursements. 


Structural factors contributing to this rather limited economic progress 
include the lack of a diversified natural resource base, rapid population 
growth (2.6 percent per annum), chronic budget deficits, limited 
infrastructure, insufficient domestic capital formation, low productivity, ana 
the shortage of skilled workers and managerial personnel. Circumstantial 
factors affecting the economy negatively include the high price of petroleum 
imports upon which Bangladesh is compelled to spend about 60 percent of its 
export earnings and the continued recession in worlu industries utilizing jute 
and jute goods, Bangladesh's predominant exports. As noted below, these 
latter factors have resulted in persistent balance-of-payments problems and 
foreign exchange shortages. 


DOMESTIC PRODUCTION 


GENERAL TRENDS: In FY 1980-81, Bangladesh's GDP measured in 1972-73 constant 
factor costs increased at an annual rate of 6.08 percent as compared with the 
previous year's sluggish 2.94 percent growth. This improved performance, 
which was especially pronounced in the agricultural sector, can be ascribed to 
favorable weather conditions and to direct efforts to augment food and 
industrial production. Regardless of these recent improvements, however, 
Bangladesh currently faces serious budgetary and balance-of-payments 


NOTE: This report was prepared in May 1982. 





problems. The 
facilities in FY l 
time when foreig 
plann 
continu 
the pr 


ana 


nment's 
gladesh 

in parts ag 
Y 


ala gr! 


indicat 


ag 


Q = 


rh 
~ 


re 
ong tons 
oduction 
in 


3 


mao” oO G 


ct 


_ 


+ 


jo 


7 IM 
Siump 


wm 


mw 


Q 
T 

mw 
Wn 
~ 


he 


Q 
© 
Qu 
. 
~ 


ty Dp 
wr 
Nona 

vo 
CW 


1 mill 


nw re 
oO 
Oo © 
c& 


9OoOwKN 


e 
Q 


ws 
rw 
ac 


c 


3 
Mm 
a 


Ke 


oO 
nt 
Ss 


“—¢C 

oo s 

n” 

Cc ct e 

~ 

oT hE 

Y9 Oro 
3 

+ + 


ji 
=] 
= 
* ¢ 
@m 


o< 
“ 


ew 
pan 
w 


O 


At about 
174 Low 
jute carryover 


rrcemp 


Uol RIAL PR 


NU 


financing 


che trend 


FY 1979-80. 


hat 


a 


of larger foodgrain stockpiles and additional storage 
placed an unexpected strain on the national budget at 
disbursements were falling below the Bangladesh 
stimates. In the area of balance of payments, 
experience a deterioration in its term of trade due, 
slump in world jute prices. Moreover, declining real 
toward a higher proportion of project aid versus 
vated the balance-of-payments situation. Forecasts for 

a considerable decline in the economic growth rate. 


980-81 
n aid 
ing es 
es to 
esent 
e 
constitutes 
rate of 


rall agricultural produc 
"Bangladesh's GDP, increased at 
FY 1980- opposed to 
oduction almost 9.5 


tion, which 
an annual 
meager 1.7 percent in 

5 percent to a record 14.7 
race, predominant food crop in Bangladesh, 
long tons. Wheat, a relatively new dry season crop 
Sharp increase of almost 40 percent to 1.1 
previous year's already notable 0.8 million long 
important crops such aS Sugar cane and tea recovered 
Production of potatoes, a minor crop of 
overn cont to climb. 


in 

pro 
of which 
million 
gistered 
from th 
of 


as 
rose 
the 


a 


a 


e 


iess 


nce and mental emphasis, lnued 
foodgrain production in 

record harvest t instead 

the FY 1981-82 summer rice crop 

- major, late fall rice crop (aman) fell 

t of last year's harvest due to a brief but 

! ing rice crop (boro) is predicted to exceed 

harvest t the expense of wheat acreage, with the 

foodgrain crop equal to that of the year before. In 

production for FY 1981-82 is expected to be 0.6 million 


the record FY 1980-81 harvest. 


le 


s bu Will decline 


ion 
of 


Although 
the 


c 


grain 
of 


Vv 


FY 1980-81 jute crop was the smallest since 
ratio in the domestic market and significant raw 


the past 2 years were a disincentive to farmers. 


The sector, which contributed 





pproximately 

pr ily of ji 
secondary role. 

the industry 
newsprint, leather 
last years there 


Lao 
sector, public ind 


DI 
4 
imar 


D 


both 


about 
exports. However, 
contribute its 
industrial assets 


ha 


half of value-added 


industrial 

of Bangladesh's GDP in FY 1980-81, consists 

nanufacturing with textiles playing an important 
fertilizer production is of growing importance to 

agricultural sectors. Smaller industries include 
pharmaceuticals, and chemicals. Although over the 
en a noticeable shift towards favoring the private 
Still predominate. The public sector accounts for 
in manufacturing and 85 percent of industrial 

sure of comparative efficiency, the private sector 
above value-added with less than a quarter of the 


ustri 


as eas 
lf of the 


* 


> 





Production of jute goods, Bangladesh's prime industry, increased over 10 
percent in FY 1980-81 to 601,000 long tons, following an 8 percent 
augmentation the previous year. Production losses due to labor problems 
abated somewhat, while unannounced power failures continued to plague the 
industrial sector as a whole. Throughout FY 1980-81 and into the present the 
vital jute goods industry, which accounted for some 52 percent of Bangladesh's 
entire foreign exchange earnings, suffered from the continuing recession in 
the United States and from an 11 percent decrease in world market prices for 
both raw jute and jute goods. Although in real terms, jute goods exports 
increased in FY 1980-81 by over 9 percent, total foreign exchange earnings 
from these exports diminished by approximately 3 percent. Moreover, the fall 
of jute exports prices coincided with a record incre..se in import prices and 
thereby resulted in a further deterioration of Bangladesh's commodity terms of 
trade. Jute carpet backing cloth (CBC), the largest jute product in terms of 
export earnings, is destined primarily for the United States, where a slump in 
the housing industry has caused a significant decrease in demand. Asa 
result, Bangladesh's jute industry stockpiled carpet backing as long as 
economically feasible and then halted production almost entirely, converting 
some of the CBC broadlooms for the manufacturing of narrower hessian 

(burlap). Continued high interest rates in the United States and the 
consequent recession in the housing industry impair the immediate prospects 
for Bangladesh's most important export industry. 


In Bangladesh's second industry, textiles, the production of cotton cloth fell 
almost 3 percent in FY 1980-81 to a level of about 86 million yards, which was 
well below the output target of 104 million yards. Underutilization of 
productive capacity due to erratic power supply, inadequate supply of raw 
cotton, and worker absenteeism were the main reasons for this shortfall. 
Increasing prices of imported cotton, higher power costs, and operating 
difficulties, combined with the Bangladesh Government's political imperative 
to maintain low clothing costs for the local population, resulted ina net 
loss of over $6.6 million by the public-sector textile corporation in 

FY 1980-81. 


Production of newsprint (-19.7 percent) and chemical fertilizers (-1.2 
percent) declined due to plant repairs, while production gains were registered 
in the chemical (+9.1 percent), natural gas (+7.8 percent), steel (+5.8 
percent), sugar (+53.7 percent), and tea (+6.4 percent) industries. 

Production of frozen shrimp and frog legs for export is estimated to have 
fallen by slightly more than 50 percent due to decreased demand and marketing 
problems. 


DEVELOPMENT 


GENERAL TRENDS: During FY 1980-81, development expenditures amounted to 
approximately $1.4 billion, with the major share financed by foreign aid from 
the IBRD, ADB, UNDP, and a variety of donor nations, of which Japan, the 
United States, and Saudi Arabia are the most important. According to official 
Bangladesh Government figures, the domestically financed share of the Annual 
Development Plan in FY 1980-81 reached 35 percent in comparison with 23 
percent in the previous year. Total foreign aid disbursement during 

FY 1980-81 declined by slightly more than 6 percent to $1.15 billion, of which 





project aid comprised 49 percent, commodity aid 34 percent, and food aid 17 
percent. The Bangladesh Bank lists total aid commitments from independence 
through June 30, 1981, as $10.8 billion, actual aid disbursements as $7.8 
billion, and outstanding external debt as $3.5 billion. In view of its low 
export earnings and high import payments, Bangladesh has always been careful 
with its external debt and considers any interest rate of over 5 percent as a 
hard-term loan. Debt service in FY 1980-81 equaled 11.4 percent of total 
export earnings. 


With FY 1980-81, Bangladesh entered the first year of its Second Five Year 
Plan (SFYP), which encompasses the period 1980-85. Major components of the 
first year's expenditures on development activities included communication and 
transportation (15 percent), flood control and water resources (15 percent), 
industry (14 percent), agriculture (13 percent), and power (10 percent). 
Although total expenditures under the FY 1981-82 Annual Development Plan (ADP) 
were orginally set at almost $1.6 billion by the Bangladesh Government, a 10 
percent cut was announced in December 1981. However, the Bangladesh 
Government which is presently undertaking a project-by-project review of the 
DP in or - to allocate this cut, has assured the major aid donors that the 
priority s of agriculture, population control, and education will be 
protected extent possible. This reduction arises not from a lack of 
project abilities but instead from limitations on the taka resources 
needed aid disbursements. Domestic resource mobilization has 
proven problem due to Bangladesh's narrow and shallow tax 
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ULTURAL DEVELOPMENT: The Bangladesh Government has set SFYP rice and 
production targets, which it claims will lead to foodgrain 

-sufficiency by 1985. Although many agricultural economists doubt whether 
ladesh will reach its goal precisely in 1985, foodgrain self-sufficiency 
ndeed attainable and may actually be achieved 1 or 2 years thereafter. 
grain self-sufficiency would eliminate Bangladesh's foodgrain imports 

h surpassed 1 million long tons in FY 1980-81. 
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Recent progress in foodgrain production has in fact taken place in 


Bangladesh. he country's input-based production strategy centers upon the 
provision of fertilizers, pesticides, irrigation pumps, and improved seed 
varieties to local farmers. This strategy 1S complemented by output price 
support in the form of government procurement of foodgrains at prices 
announced prior to the planting season. Regardless of these measures, 
however, Bangladesh agriculture remains acutely vulnerable to year-to-year 
Variations in weather conditions. This fact was demonstrated most recently in 
FY 1981-82 when a drought caused by the monsoon terminating weeks early 
adversely affected the late fall crop. It should be noted, however, that 
Bangladesh has made significant progress in developing a foodgrain reserve 
system combining procured local foodgrain and aid-financed imports into 
publicly held stocks which can be released when needed to augment shortages or 
dampen price swings. 





INDUSTRIAL DEVELOPMENT: While industry contributes only about 12 percent of 
value-added to Bangladesh's GDP and employs only 11 percent of the labor 
force, its development is essential to progress in the areas of balance of 
payments and unemployment. Because of the inefficiencies of public-sector 
corporations, the need to put scarce governmental resources into other areas, 
and the present government's positive attitude toward private enterprise, the 
Private sector (both domestic and foreign), is expected to have an 
increasingly important role to play in the local economy. Potential 
Bangladesh investors who shifted to trading and other services after massive 
nationalizations in 1971-74 have been slow to accept the new role government 
is now offering private industry. However, recent trends indicate that local 
business people are becoming more willing to accept investment risk in 
Bangladesh. 


Until 1976, there were few new private investments sanctioned by the 
Government, but the record since then has improved: 1976-77, 348 units at $54 
Million investment value; 1977-78, 899 units at $139 million; 1978-79, 749 
units at $145 million; 1979-80, 895 units at $290 million; and 1980-81, 1,610 
units (estimated) at $365 million. 


To encourage private investment, the Government has during the past few years 
developed a set of incentives including tax holidays, liberal depreciation, 
industrial parks, and customs reductions or exemptions. The Government also 
encourages foreign investment, particularly in industries which are (1) export 
Oriented, (2) based on local raw materials, and/or (3) involve high technology 
Or capital. Incentives for foreign investment in addition to those listed 
above include tax exemption on foreign loans and for expatriate technicians, 
special loan rates, special foreign exchange facilities based upon exports, 
and the Investment Guarantee Act of 1980, which protects repatriation of 


profits, capital, royalties, and a long list of all usual fees. The Act 
states the Bangladesh Government position that private industries will not be 
nationalized but that should nationalization become necessary prompt and fair 
payment is guaranteed. 


Potential Bangladeshi investors have tended to view government actions in the 
nationalized jute goods and cotton textile industries as the prime measure of 
government intentions toward private investment. Over the past few years the 
Government has opened jute handicrafts, specialty jute products, small jute 
spinning, jute carpets and specialty textiles to the private sector. This 
past year the Government sanctioned 21 cotton textile mills for the private 
sector and, under donor pressure for increased efficiency in government 
corporations, announced the disinvestment of four textile mills. These 
government actions seem to have gone a long way toward reassuring the 
Bangladesh private sector, which is now actively pursuing a broad range of 
investment proposals in spite of doubts about political stability and the 
availability of foreign exchange. 


In other sectors, the Government announced during the past year that it would 
now entertain private proposals for aluminum extrusion, soda ash, jute 
finishing, cigarette papers, electric bulbs, hand tools, bicycles, electric 
motors, and assembly of commercial vehicles. Beforehand, these were all 


reserved to the public sector or to existing manufacturers. 





The Government is now seeking foreign private assistance to operate its large, 
modern, and unutilized machine tool factory. One government corporation in 
the chemicals sector is actively seeking noncontrolling equity participation 
with local and foreign private investors in several projects. The Government 
has since mid-1981 sanctioned a total of 16 proposals for private domestic 
banks to compete with the nationalized commercial banks and 6 foreign private 
banks. 


There have been recent American investments in PVC pipes and commercial 
fishing, and American investment proposals have been made in LNG, polyester 
fiber, and garments. 


Investment in Bangladesh is not without its problems. For example, an 
investor must cope with the following: a poorly developed and overburdened 
power, transportation, and communications infrastructure; limited domestic 
demand; a labor force lacking in certain key skills; and a large and lethargic 
bureaucracy with a few remaining pockets of apparent hostility toward private 
enterprise. However, the bureaucracy, which has been the major obstacle, 
might be changing. Investment proposals have recently been cleared ina few 
months in contrast to the 18-30 month delays experienced just 2 years ago. 


INFRASTRUCTURE DEVELOPMENT: Bangladesh emphasizes the development of its 
transportation, communications, and power systems as well as the development 
and effective utilization of its sole significant natural resource--natural 
gas. Power constitutes a major constraint to most development projects in 
Bangladesh due to an insufficient and aging generating capacity and an 
inadequate distribution network. The country's river system bisects power 
generation and distribution into two separate grids. While there has 


traditionally been a surplus of less expensive hydroelectric and natural gas 
generated power in the eastern region, the western grid suffers from a deficit 
of higher priced petroleum generated power. To overcome this problem, a $96.2 
million east-west electrical interconnector financed by Kuwait is now being 
constructed over the Jamuna River. However, by the time of completion of this 
major project, the eastern grid will also be approaching a power deficit, and 
therefore the interconnector will be of use only to balance the power supply 
between the two grids. 


shortage in Bangladesh remains extremely acute. Total available 

in mid-1980 declined to 408 MW in the eastern grid and 146 MW in the 
grid as opposed to 525 MW and 227 MW respectively in the previous 
In late 1981, an additional 50 MW hvdroelectric generator financed by 
the United States was commissioned at Kaptai in the eastern region. In the 
west, however, the power situation has become critical with frequent 
disruptions and inadequate supply due to the overhauling of the Goalpara power 
station which serves Khulna's industrial district. Recent power industry 
statements estimate that the peak demand in the east currently amounts to 438 
MW as opposed to only 181 MW in the west. Transmisssion losses may exceed 35 
percent. 
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The Bangladesh Government SFYP (1980-85) calls for an increase in generating 
capacity to 950 MW and 372 MW in the east and west respectively. In addition, 
the SFYP sets a dramatic and probably unattainable goal of augmenting 


distribution lines by 28,000 miles in rural areas and 6,000 miles in urban 
areas. 


Bangladesh has not completed development of its natural gas fields to the 
point where an internationally acceptable figure for gas reserves is 
available. Expert estimates range from 9-16 trillion cubic feet, with FY 
1980-81 production up 7.8 percent to 49,233 million cubic feet. This gas is 
equally divided between power, fertilizer, and household use. Britain, Japan, 
and the Asian Development Bank are financing development well projects to 
estimate reserves better and to feed a new fertilizer plant. Several foreign 
experts believe reserves are significant, as gas pressures have not declined 
as expected in existing wells. As a result, proposals have been submitted to 
the Government to continue developing existing fields and to explore further, 
in an attempt to prove sufficient, reserves for a LNG export plant. In early 
1982, a major project was undertaken to construct a pipleline from the gas 
field at Bakhrabad to the port city of Chittagong where preparatory work for 
three natural gas-based urea fertilizer plants has begun. 


In the area of communications and transport, the last major improvement since 
the opening of a new international airport near Dacca has been the acquisition 
of two Fokker F28 jets by Bangladesh Biman, the country's national airline. 
Also, as part of Bangladesh's plan to spend over $86 million on communication 
between 1980 and 1985, a new satellite communications ground station was 
constructed northwest of Dacca. Feasibility studies are encouraging in regard 
to a new, deeper seaport downsteam from the existing port of Chittagong, and 


the railway plans to spend $533.3 million during the SFYP in expanding and 
upgrading equipment and lines. 


BUDGET AND FISCAL 


The public financial situation weakened in FY 1980-81 as food and agricultural 
subsidies, as well as losses incurred by the public-sector corporations, 
continued to place a serious strain on the national budget. Major components 
of government revenue included excise duties (15.9 percent) and sales taxes 
(9.4 percent). Personal and corporate income taxes contributed only 9.45 
percent of overall revenues. After taking into account foreign aid 
disbursements, which were well below the Bangladesh Government's planning 
estimates, the overambitious Annual Development Plan for FY 1980-81, and the 
unexpectedly heavy expenditures for grain procurement and warehouse 
construction, Bangladesh incurred a budget deficit of about $300 million. 


The taka has been devalued by approximately 15 percent since October 1980 in a 
series of small, mostly unannounced steps. This devaluation, a sharp increase 
in rice prices due to the poor aman crop, and the Government's deficit 
spending led to a steady increase in price inflation. Between February 1981 
and February 1982, inflation climbed to 21 percent and is likely to rise. An 
annual inflation rate of 25 percent for FY 1981-82 is certainly not out of the 
question. 





BALANCE OF PAYMENTS 


GENERAL TRENDS: Two factors have resulted in persistent balance-of-payments 
and foreign exchange difficulties in Bangladesh. First, Bangladesh is 
dependent for 68 percent of all export earnings upon the export of jute and 
jute goods, which are vulnerable to both sluggish world demand and product 
substitution. Second, the country must spend about 69 percent of its export 
receipts for the importation of petroleum products to meet its domestic energy 
requirement. 


In FY 1980-81, Bangladesh recorded a trade deficit of $1.71 billion as 
compared with $1.54 billion in the previous fiscal year. The prospects for 
FY 1981-82 also appear bleak. In July 1981, the IMF suspended the $1 billion 
Extended Fund Facility (EFF) to Bangladesh that had been approved in December 
1980. 


Furthermore, export opportunities continue to deteriorate. Exports for 

FY 1981-82 are now estimated at only $640 million, down from $711 million in 
FY 1980-81. Moveover, to offset the loss of EFF funds, the Government made a 
large-scale entry into the international financial market and by the end of 
1981 had accumulated short-term bank debts of $181 million at commercial 
interest rates. Meanwhile, import licensing was suspended from August to 
November 1981 for virtually all commodities except petroleum, cotton, and 
fertilizer. In spite of these measures, foreign exchanges reserves were drawn 
down further from $240 million in June 1981 to a low of less than $100 million 
at the end of January 1982. Some relief has come forth subsequently in the 
form of a $70 million IMF Compensatory Financing Facility (CFF) and a $150 
million grant from Saudi Arabia, although the timing and composition of the 
Saudi grant are not definitely known. 


Given the extremely low level of foreign exchange reserves, a commodity aid 
pipeline of only $365 million at the end of FY 1980-81, and the expected 
drawings of $440 million during FY 1981-82, the situation is ominous. It 
could prove calamitous if the Government were obliged to undertake large-scale 
commercial grain purchases as a result of bad weather and poor foodgrain 
crops. Into FY 1982-83, modest projections of imports, a reasonable estimate 
of export performance, and fairly optimistic projections of aid availabilities 
leave an unfinanced balance-of-payments gap approaching $600 million. A 
portion of this could be covered if Bangladesh and the IMF are able to 
negotiate renewal of the EFF. However, Bangladesh will have to find 
additional aid, take out more commercial loans, cut back an already austere 
import program, or find other means to cover a $200-$300 million gap even if 
it receives IMF assistance. 


EXPORTS: In FY 1980-81, Bangladesh's commodity exports totaled approximately 
$711 million, of which jute goods accounted for 50 percent; raw jute 

17 percent; leather, hides, and skins 8 percent; naphtha and furnace oil 

7 percent; tea 5 percent; fish, shrimp, and frog legs 6 percent; and newsprint 
1 percent. In comparison with the previous year, raw jute and newsprint 
exports declined while all other commodities made reasonable advances in 
volume terms. Prospects for Bangladesh's predominant exports (jute and jute 
goods) are not expected to improve dramatically in the near future. Obstacles 
confronting Bangladesh in this regard include the 





competition of artificial fibers, the continued recession in world industries 
which utilize jute goods (e.g., carpet backing), and the general inefficiency 
of the State-owned jute industries. Furthermore, Bangladesh has not yet 
developed a sufficiently diversified export sector capable of 
counter-balancing fluctuations in jute export earnings. FY 1981-82 exports 
are projected at $640 million and FY 1982-83 at $732 million. 


IMPORTS: In FY 1980-81, Bangladesh commodity imports totaled about $2.5 
billion, of which machinery and transport equipment constituted 23 percent; 
petroleum, 19 percent; foodgrains and livestock, 14 percent; manufactured 
goods, 14 percent; chemicals and drugs, 10 percent; raw materials, 8 percent; 
and edible animal and vegetable fats, 5 percent. The value of petroleum 
imports more than doubled that of the previous year and consumed 69 percent of 
Bangladesh's total export earnings. Between FY 1979-80 and FY 1980-81, 
Bangladesh suffered a serious 22 percent deterioratio.. in its terms of trade 
due to a sharp decline in the prices of its exports and an increase in the 
prices of its imports. A further decline in Bangladesh's terms of trade of 
about 15 percent is forecast to occur between FY 1980-81 and FY 1981-82. Asa 
result of the continued poor performance of exports, coupled with an 
increasing import bill, Bangladesh's foreign exchange reserves dipped below 
the equivalent of 3 weeks' imports in early 1982. 


PROSPECTS FOR AMERICAN BUSINESS 


TRADE: Despite its large population of about 90 million, Bangladesh will 
continue to demonstrate only limited market potential over the near-term 
future. Structural factors limiting Bangladesh's demand for products include 
its extremely low per capita income ($120), the predominantly rural character 
of its population (88 percent), the agrarian nature of its economy (54 
percent), and its acute shortage of foreign exchange. In recent years, major 
U.S. exports to Bangladesh included foodgrains, fertilizer, and edible and 
inedible oils. Although these almost exclusively aid-financed commodities 
(PL-480 and other programs) will continue to be the largest U.S. exports to 
Bangladesh over the next several years, there are significant trade 
opportunities in other products such as chemicals, pharmaceuticals, used 
clothing, communications equipment, transport equipment, and electrical 
generation and distribution equipment. However, in the case of products which 
are not directly linked to external assistance, Bangladesh has for financial 
reasons been obliged to give strong preference to those firms offering 
suppliers' credits and to barter suppliers. Experience has also shown that 
foreign firms with agents in Bangladesh are generally much more successful in 
developing and maintaining trade relations. U.S. firms desiring to do 
business with Bangladesh can gain an advantage by maintaining liaison with 
sources of developmental project funds such as the World Bank in Washington, 
D.C., and the Asian Development Bank in Manila. 


INVESTMENT: As mentioned above, Bangladesh offers significant incentives to 
foreign private investors, especially to those firms which are export 
oriented, utilize domestic raw materials, and bring in capital and/or 
technology not available locally. Foreign firms investing now in natural 
gas-based or labor-intensive industries could obtain an excellent foothold in 





the long-term domestic market. Cotton and jute spinning (but not weaving) 
were recently opened to the private sector and may provide foreign investment 
opportunities. The Government is also interested in attracting foreign 
collaboration in garment manufacture and electronics assembly in its newly 
developed export zone in Chittagong and in similar zones planned for Khulna 
and the Dacca airport. Any proposals in these or other fields should be 
submitted to the Director General of Industries, HBFC Building, 22 Purana 
Paltan, Dacca-2, Bangladesh. 





